
1 1 ~  Arizona Llniwrsal Sewicc Fund {At'SF) was established by Decision No. 56639 
{dated September 22, 19891 and was designed to aZdp ofl-set high basic lwztt telephone rates rn 
wd attos. Om: haif of the funding was derived from local exchange carriers based on the 
number of access lines, and h d i  of the knding was derived from interf:ATA and intsaL4TA 
interstate minutes of use. 1; S %:EST Cornniunicatians. fnc. (USKC) was designated as the Plan 
Adminismror. Any sonpiny requesting Universal Service funding was required to recei t t 
~ ~ ~ ~ ~ ~ ~ ~ i ~ ? ~  from thc Arizona Corporation Cornmission ~ ~ ~ ~ ~ i s ~ ~ o ~ ~  in n rate case. To date 
on]? firszens Telecommunications Company of the %?lite bbuntains. Inc. {citizens) (former]> 
Conlei of the !%'est. fnc.) is receiving IJnivrrsal Sewice Fund rncmey in the amount of $7?5..620 
mnuaH5 (Decision No. 5665'7, October 10. 9089). 

OR 4me 23, 19%. the Commission issued Decision No. 591 24, appro~ing new d e s  for 
c;ompe~iti\ e ~ ~ ~ ~ € o r n ~ ~ ~ ~ i c a t i ~ ~ s  services. The competitive rules required that the Commission 
establish an intrastate universal service fund to assure the continued availabitity of basic 
telephone service at reasonable rates. A.A.C. R 14-2- 1 1 13. On March 24, 1094, the Commission 
adopted tules (R14-2-1201 et, seq.) establishing a new universal senice fund mechanism. These 
d e s  expanded criteria for drawing from the fund. 

Under the new nrIes. the AUSF is funded bi, all ~ ~ l ~ ~ o ~ ~ ~ n ~ ~ ~ i ~ i o n s  sewice providers 
&at interconnect to die public switched netwxk,. A.A.C. R14-2-1204(A) One half of &e AESF 

~~~~~ requirement is colfected through a surcharge paid by providers of basic local exchange 
m i c e ,  wireless. paging, and other Com~ercinf Mobile Radio Sewice providers that 
intercamect with '&e pubk switched network. These entities me knc*h?1 as "Category One" 
providers. A.A.C. ~ ~ 4 - 2 - ~ ~ ~ 4 ~ ~ ~ ~ ~  1. One half of the funding requirements we catlecred from 
providers of intrastate tail service. These entities are k n o w  8s "Category Two" providers. 
A. A.C. R X 4-2- f 2M(B )( 2). 
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30 56GO jrlatitccl September 22. 1989) and w s  designed to help offset high basic locd 

tetept c~nc rata in wra! areas. One-half of the funding uas derived from local exchange caniecs 

based on the riunzber of access lines, and one-?iatf of the fiinding M ~ S  deri\Sed from inrcrl.ATr2 

and intralATA intrastate minutes of use. IJ S WEST Coinniunicarions. Inc. (L'St%'f) 

designated as Plan rtdxriinisvatrrr 

2. Ang; ccnnpany requesting lliriversal Service funding must fmt h a \  e received 

authcrrkmion from the Arizona Corporation Commission (Cornrnissiun) in a rate case or  orher 

method as the Commission ma) prescribe. To date, only Citizens T ~ i ~ ~ ~ ~ ~ ~ n i ~ ~ ~ ~ # ~ ~ ~  

Company of  the Unite Mountains, fnc. (Citizens) is receiving universal senkx fund n1sja3ej in 
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4. On &larch 24. 19%. the Cammission adopted Arizona I;nisersai Sen ice I - t r ~ d  

Rules A.4.C. RI 4-2- 1 20 1 through R t 4-2- 1 3, I 7 establishing a new unitersal senice fund 

mrchanism. The AUSF ruies expanded the types of t ~ ~ ~ ~ o ~ i r n ~ n i ~ ~ t j # ~ ~  providers that 

ccmtribute, to the AUSF and revised the cligibiiit) criteria for drawing from the fund 

5. lJnder the new rules, the ALTSF is  funded by all tciecommwiicalions s e n k  

pro\ iders 2hat interconnect with the public witched netwrk. A4.A.C. R14-2-1204G). One-hlki' 

of ihe AUSF funding requirement is collected through a surcharge paid by providers of basic 

focal excl~ange sen I.X. wireless, paging. and other Commercial Mobile Radio Senxe prc~r\. iders 

this interconnect with the pubiic SM itched netsork. 'These enritios are known as T a t c g o q  One'" 

prubidrrs. I?t.A.C. i? 14-2-1 204{€3)( I f. One-half of xhc funding requirements art. cullectrd from 

pew i d e ~  of intrastate toll service. These entrties are knohn as "t'ategorj Two*' pro\ iders. 

X.:$.C. R. 14-2- 1204(€3)(2). 

6 The AfiSF surcharge is equal tit thc total Category One funding requirement. 

di\ idtd h> the total number of access lines m d  interconnecting tnuihs that Rere in sen ice h a  all 

t a t r g q  OKX providers 3s of Clctobcr 1 c31' the preiious year, A.A.C. R 19-2-1 204(B)( I )(a). plus 

a grcrvsrth hrtw cidcuhted at half of the estimated annual percentage growth in access lines. 

A.A.C. Rl4-2-1205(R). For Category Two proviclers. the surcharge is a percentage of the 

Category Two AtTSF funding rcquirement equal to that provider's share of the totali intrastate 

revenue for the previous )ear ended July 31. A.A.C. ~ ~ ~ - ~ - ~ 2 ~ ~ ~ ~ ~ ~ ~ ~ ~ a ~ ,  plus a growth factor 

calculated at half of the estimated amlmal percentage growth in toll revenues. A.A.C. RIG-2- 

t ZOSQB). Providers offering both Category One and Category Two senices we assessed cfiasges 

based on both the numbcr of access h e s  and percentage of toll revenues. A.A.C. Rt4-2- 

i4ctqs )(2b. 

4. The ,4[.1$F ntks r n ~ r ~ ~ ~ t ~ ~  thii~ a new Pian ~ ~ ~ i ~ ~ ~ ~ ~ r ~ t ~ ~  be put in place ntt later 

than July 1. 1997. O n  February 11, 1997, the Katinnal Exchmgc. Cmiers . ~ s ~ ~ ~ c i ~ t ~ ~ n  {NECA) 

uas selected to administcr the t'spaaded .AUSF' on heha!f of the Cunrr.iss!m N K A  is D not- 

for-profit arsaciation whose principle mission is to tiisnagc Frogtanis designed to ~~~~~~~~~~~ 

tu iversa! ~ ~ ~ e ~ h * ~ ~  service gmds. 
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fW8, MEX'A has aicufatrd ~ h c  1998 monthIy surcharge fix categgoq me providers fn be 

SE).013350 per access kine and SO.13450 per trunk tine; for Categcnry Two providers the 

xnanlthly surcharge 3s [!.I 881 percent oftoil rcvcnue. 

CONC'LUSIL" OF LjW 
- _  1 .  f lie Conmission has &Sic authcrrjty 10 authorize pursuant to A.R.S. 5 40-202, -203. - 

204. -2Stii. -321. -322. -328, -329. -331, -332. -361. -365, arid -307; the Arizona C'tmsrirution, 

Aroicte XV. 15, Sections I. 2, 3 .  4, 6, 7 md 9; and the Arizona tini\ersal Service Fund Ru 

A. A.C. R 14-2- I 20 1 through R14-2- 1 2 1 7. 

2. 

3 .  

The Comniission has jurisdiction over the subject matter. 

'The 1998 surchapes for Caiegory One and Categnrq 3~ providers meet the 

requirements ofthe AISSF rules, are just and reasonable and an the public interest. 

. . .  

. . .  

. * .  
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